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Dear Mr. Birnbaum:

This is in response to your letters dated January 23, 2003 and February 19, 2003
concerning the shareholder proposal submitted to Centra Software by Micro Cap
Partners, L.P. We also have received a letter on the proponent’s behalf dated
February 4, 2003. Our response is attached to the enclosed photocopy of your
correspondence. By doing this, we avoid having to recite or summarize the facts set forth
in the correspondence. Copies of all of the correspondence also will be provided to the
proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.

Sincerely,

[P Guden Fl

Martin P. Dunn
Deputy Director

Enclosures

cc: William L. Edwards
President ‘
Palo Alto Investors
470 University Avenue
Palo Alto, CA 94301
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Securities and Exchange Commission
Division of Corporation Finance
Office of the Chief Counsel

450 Fifth Street, N.'W.

Washington, D.C. 20549

Re:  Centra Sofiware, Inc. (Commission File No. 000-27861)
Omission of Shareholder Proposal of Micro Cap Partners, L. P.

Ladies and Gentlemen:

Pursuant to Rule 14a-8(j) Centra Software, Inc. (“Centra” or “the Company”’)
intends to exclude from the proxy materials for its 2003 annual meeting two proposals
received from Micro Cap Partners, L. P. (“the Proponent™), for the following reasons:

1. More than one proposal.

Rule 14a-8(c) provides that a shareholder may submit not more than one
proposal for a particular meeting of shareholders. The Proponent has proposed two,
substantially distinct amendments to the Company’s by-laws:

o  The Proponent’s first proposal would provide that directors who are
not employees or officers of the Company shall meet separately
before each meeting of the Company’s full board of directors.

o The Proponent’s second proposal would provide that the Chairman
of the board of directors cannot be an employee or officer of the
Company.

There is no logical connection between these two proposals. They would amend
quite different provisions of Centra’s by-laws. A shareholder might wish to vote for one
proposal, but not the other. The Proponent states that the rationale for its first proposal
is to enable non-employee directors meet without the presence of employee-directors.
This does not in any way require that the Chairman be a non-employee; that is only
necessary if one assumes that it is necessary for the Chairman to attend a meeting of
non-employee directors, something that is not required by logic or, in our opinion, the
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law of Delaware (under which Centra is incorporated). The Proponent reveals the true
purpose of its second proposal when it suggests that requiring that the Chairman be a
non-employee will “eliminate potential conflicts of interest”. That may be a worthy goal
and an appropriate amendment of the Company’s by-law, but it is distinct from the
separate requirement that all non-employee directors have meetings among themselves
without the presence of an employee-director.

The Staff has recognized that unrelated proposals, though the proponent may
seek to characterize them as a single proposal, may be excluded from an issuer’s proxy
materials. See American Electric Power Company, Inc. (January 2, 2001) and the no-
action letters cited therein.

2. The proposals are false or misleading.

Rules 14a-8(i)(3) and 14a-9 provide that a proxy solicitation must not be false or
misleading. The reasons given by the Proponent for its two proposals are false and
misleading when compared to the text of the proposals themselves, in the following
ways:

»  One of the reasons given for the first proposal is to enable non-employee
directors to “have the opportunity [emphasis added] to deliberate and
discuss company business among themselves...” The proposal itself,
however, does not merely afford an “opportunity” but inflexibly mandates
that such meetings be held before each and every meeting of the board. The
actual proposal does not permit the non-employee directors to hold the
required meeting at, for example, the end of a board meeting or to skip such
a meeting if all agree that there is nothing to discuss. The Proponent’s
supporting statement, in other words, does not reveal the rigidity of the
proposed by-law amendment and thus is false and misleading.

o The Proponent’s supporting statement describes the first proposal as merely
excluding “employee-directors” from the pre-meetings, but the proposal
itself would exclude any director who is an employee or officer of the
Company, so that any director who was an officer (e.g., the Secretary or
Vice President-General Counsel) would be excluded from the meeting even
if he/she were not an employee.

o The Proponent’s supporting statement describes one purpose of the second
proposal as “to eliminate potential conflicts of interest on the part of the
Chairman”. This is a vague and misleading statement. It does not state what
“conflicts of interest” exist or would be cured. In reality, requiring that the
Chairman not be an employee or officer of the Company, as the second
proposal does, would not cure any conflicts that could exist, e.g.,
transactions between a Chairman and the Company itself, other than those
arising out of an employment relationship.

19/412399.1
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« Inits second proposal, the Proponent fails to quote a highly relevant
provision of Section 6.1 of Centra’s by-laws, which states that “The officers
of the Corporation shall be [a list of common officers]...and such other
officers, if any, as the board of directors from time to time may in its
discretion elect or appoint including without limitation a chairman of the
board...” This provision means that the Chairman is an officer of the
Company. Section 6.1, indeed, is a subsection of Section 6, entitled
“Officers and Agents” and is separate from Section 4, entitled “Directors”.
Therefore, it is meaningless to amend Section 6.1 of Centra’s by-laws as the
Proponent proposes. The Proponent is suggesting that the relevant provision
of the by-law should say, in effect, “the Chairman of the board shall be an
officer who is not an officer of the Corporation.” This proposal may also
violate Rule 14a-8(i)(6), in that Centra would not, even if the proposal were
adopted, have the power or authority under its by-laws to implement the
proposal.

For the foregoing reasons, the Company requests confirmation that the Staff will
not recommend enforcement action if the Company excludes the Proponent’s proposals
for the reasons stated above.

* k&

Enclosed with this letter are six copies of the Proponent’s proposals, this letter,
and the relevant provisions of Section 6 of Centra’s by-laws. We are simultaneously
providing a copy of our submission to the Proponent and its legal counsel. (By letter
dated January 3, 2003, sent to the Proponent by facsimile transmission within fourteen
days of Centra’s receipt of the Proponent’s original proposals, we informed the
Proponent of deficiencies in its original proposals, in response to which the Proponent’s
legal counsel revised the proposals. It is the Proponent’s revised proposals and
supporting statement that are enclosed with this letter.)

Please stamp and return to us the extra, enclosed copy of this letter, to

acknowledge receipt. N

obert L. Birnbaum

19/412399.1




PROPOSAL OF MICRO CAP PARTNERS, L.P. TO AMEND
CERTAIN SECTIONS OF THE BYLAWS OF CENTRA SOFTWARE, INC.

To enable the non-employee directors of Centra to have the opportunity to deliberate and discuss
company business among themselves, without the potentially chilling effect or influence of the
employee-directors, and to eliminate potential conflicts of interest on the part of the Chairman of
the Board and enable the Chairman to participate in such deliberations and discussions, the

stockholders of Centra Software, Inc. hereby adopt the following amendments to sections 4.9,
4.10 and 6.1 of Centra’s bylaws.

AMENDMENT OF SECTIONS 4.9 AND 4.10 OF THE BYLAWS

The following sentence shall be added at the end of sections 4.9 and 4.10:

“At each such meeting, the directors who are not employees or officers of the
Corporation, including the Chairman of the Board, shall meet separately before
the meeting of the full Board to consider and discuss agenda items and other
matters.”

AMENDMENT OF SECTION 6.1 OF THE BYLAWS

The third sentence of section 6.1 of the bylaws shall be amended to read as follows:

“Any two or more offices may be held by the same person; provided, however,
that the office of the Chairman of the Board shall be held only by a person who is
not an employee or officer of the Corporation.”

» CRGW325\03311214302.01




for the express purpose of objecting, at the beginning of the meeting, to the transaction of any business
because the meeting is not lawfully called or convened. Neither the business to be transacted at, nor the
purpose of, any meeting of the stockholders, directors or members of a committee of the directors need be
specified in any written waiver of notice.

SECTION 6. Officers and Agents

6.1 Enumeration; Qualification. The officers of the corporation shall be a chief executive officer,
president, chief financial officer, a treasurer, a secretary and such other officers, if any, as the board of
directors from time to time may in its discretion elect or appoint including without limitation a chairman of
the board and one or more vice presidents. Any officer may be, but none need be, a director or stockholder.
Any two or more offices may be held by the same person. Any officer may be required by the board of
directors to secure the faithful performance of his duties to the corporation by glvmg bond in such amount
and with sureties or otherwise as the board of directors may determine.

6.2 Powers. Subjectto law, to the certificate of incorporation and to the other provisions of these by-
laws, each officer shall have, in addition to the duties and powers herein set forth, such duties and powers
as are commonly incident to his office and such additional duties and powers as the board of directors may
from time to time designate. 4

6.3 Election. The board of directors at its first meeting after each annual meeting of stockholders shall
choose a president, a secretary and a treasurer. Other officers may be appointed by the board of directors
at such meeting, at any other meeting or by written consent. At any time or from time to time, the directors
may delegate to any officer their power to elect or appoint any other officer or any agents.

6.4 Tenure. Each officer shall hold office until the first meeting of the board of directors following
the next annual meeting of the stockholders and until his successor is elected and qualified unless a shorter
period shall have been specified in terms of his election or appointment, or in each case until he sooner dies,
‘resigns, is removed or becomes disqualified. Each agent of the corporation shall retain his authority at the
pleasure of the directors, or the officer by whom he was appointed or by the officer who then holds agent
appointive power.

6.5 President and Vice President. The president shall be the chief executive officer and shall have
direct and active charge of all business operations of the corporation and shall have general supervision of
the entire business of the corporation, subject to the control of the board of directors. He shall preside at all
meetings of the stockholders and of the board of directors at which he is present, except as otherwise voted
by the board of directors.

The president or treasurer shall execute bonds, mortgages and other contracts requiring a seal, under
the seal of the corporation, except where required or permitted by law to be otherwise signed and executed
and except where the signing and execution thereof shall be expressly delegated by the board of directors
to some other officer or agent of the corporation.

Any vice presidents shall have such duties and powers as shall be designated from time to time by the
board of directors or by the president.

6.6 Treasurer and Assistant Treasurers. The treasurer shall be in charge of the corporation’s funds
and valuable papers, and shall have such other duties and powers as may be assigned to him from time to
time by the board of directors or by the president.




Any assistant treasurers shall have such duties and powers as shall be designated from time to time by
the board of directors, the president or the treasurer. '

6.7 Secretary and Assistant Secretaries. The secretary shall record all proceedings of the
staockholders, of the board of directors and of committees of the board of directors in a book or series of
books to be kept therefor and shall file therein all writings of, or related to, action by stockholder or director
consent. In the absence of the secretary from any meeting, an assistant secretary, or if there is none or he is
absent, a temporary secretary chosen at the meeting, shall record the proceedings thereof. Unless a transfer
agent has been appointed, the secretary shall keep or cause to be kept the stock and transfer records of the
corporation, which shall contain the names and record addresses of all stockholders and the number of shares
registered in the name of each stockholder. The secretary shall have such other duties and powers as may
from time to time be designated by the board of directors or the president.

Any assistant secretaries shall have such duties and powers as shall be designated from time to time by
the board of directors, the president or the secretary.

6.8 Resignation and Removal. Any officer may resign at any time by delivering his resignation in
writing to the president or the secretary or to a meeting of the board of directors. Such resignation shall be
effective upon receipt unless specified to be effective at some other time, and without in any case the
necessity of its being accepted unless the resignation shall so state. The board of directors may at any time
remove any officer either with or without cause. The board of directors may at any time terminate or modify
the authority of any agent. No officer resigning and (except where a right to receive compensation shall be
expressly provided in a duly authorized written agreement with the corporation) no officer removed shall
have any right to any compensation as such officer for any period following his resignation or removal, or
any right to damages on account of such removal, whether his compensation be by the month or by the year
or otherwise; unless in the case of a resignation, the directors, or in the case of removal, the body acting on
the removal, shall in their or its discretion provide for compensation.

6.9 Vacancies. If the office of the president or the treasurer or the secretary becomes vacant, the

. directors may elect a successor by vote of a majority of the directors then in office. If the office of any other
officer becomes vacant, any person or body empowered to elect or appoint that office may choose a
successor. Each such successor shall hold office for the unexpired term of his predecessor, and in the case -
of the president, the treasurer and the secretary until his successor is chosen and qualified, or in each case
until he sooner dies, resigns, is removed or becomes disqualified.

SECTION 7. Capital Stock

7.1 Stock Certificates. Each stockholder shall be entitled to a certificate stating the number and the
class and the designation of the series, if any, of the shares held by him, in such form as shall, in conformity
to law, the certificate of incorporation and the by-laws, be prescribed from time to time by the board of
directors. Such certificate shall be signed by the president or a vice-president and (i) the treasurer or an
assistant treasurer or (ii) the secretary or an assistant secretary. Any of or all the signatures on the certificate
may be a facsimile. In case an officer, transfer agent, or registrar who has signed or whose facsimile
signature has been placed on such certificate shall have ceased to be such officer, transfer agent, or registrar
before such certificate is issued, it may be issued by the corporation with the same effect as if he were such
officer, transfer agent, or registrar at the time of its issue.

7.2 Lost Certificates. The board of directors may direct a new certificate or certificates to be issued

in place of any certificate or certificates theretofore issued by the corporation alleged to have been lost, stolen
or destroyed, upon the making of an affidavit of that fact by the person claiming the certificate of stock to

10




PROPOSAL OF MICROV CAP PARTNERS, L.P. TO AMEND
CERTAIN SECTIONS OF THE BYLAWS OF CENTRA SOFTWARE, INC.

To enable the non-employee directors of Centra to have the opportunity to deliberate and discuss
company business among themselves, without the potentially chilling effect or influence of the
employee-directors, and to eliminate potential conflicts of interest on the part of the Chairman of
the Board and enable the Chairman to participate in such deliberations and discussions, the
stockholders of Centra Software, Inc. hereby adopt the following amendments to sections 4.9,
4.10 and 6.1 of Centra’s bylaws.

AMENDMENT OF SECTIONS 4.9 AND 4.10 OF THE BYLAWS

The following sentence shall be added at the end of sections 4.9 and 4.10:

“At each such meeting, the directors who are not employees or officers of the
Corporation, including the Chairman of the Board, shall meet separately before

the meeting of the full Board to consider and discuss agenda items and other
matters.”

AMENDMENT OF SECTION 6.1 OF THE BYLAWS

The third sentence of section 6.1 of the bylaws shall be amended to read as follows:

“Any two or more offices may be held by the same person; provided, however,
that the office of the Chairman of the Board shall be held only by a person who is
not an employee or officer of the Corporation.”
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for the express purpose of objecting, at the beginning of the meeting, to the transaction of any business
because the meeting is not lawfully called or convened. Neither the business to be transacted at, nor the
purpose of, any meeting of the stockholders, directors or members of a committee of the directors need be
specified in any written waiver of notice. '

SECTION 6. Officers and Agents

6.1 Enumeration, Qualification. The officers of the corporation shall be a chief executive officer,
president, chief financial officer, a treasurer, a secretary and such other officers, if any, as the board of
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from time to time designate. ¢
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at such meeting, at any other meeting or by written consent. At any time or from time to time, the directors
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the next annual meeting of the stockholders and until his successor is elected and qualified unless a shorter
period shall have been specified in terms of his election or appointment, or in each case until he sooner dies,
resigns, is removed or becomes disqualified. Each agent of the corporation shall retain his authority at the
pleasure of the directors, or the officer by whom he was appointed or by the officer who then holds agent
appointive power.

6.5 President and Vice President. The president shall be the chief executive officer and shall have
direct and active charge of all business operations of the corporation and shall have general supervision of
the entire business of the corporation, subject to the control of the board of directors. He shall preside at all
meetings of the stockholders and of the board of directors at which he is present, except as otherwise voted
by the board of directors.

The president or treasurer shall execute bonds, mortgages and other contracts requiring a seal, under
the seal of the corporation, except where required or permitted by law to be otherwise signed and executed
and except where the signing and execution thereof shall be expressly delegated by the board of directors
to some other officer or agent of the corporation.

Any vice presidents shall have such duties and powers as shall be designated from time to time by the
board of directors or by the president.

6.6 Treasurer and Assistant Treasurers. The treasurer shall be in charge of the corporation’s funds
and valuable papers, and shall have such other duties and powers as may be assigned to him from time to
time by the board of directors or by the president.




Any assistant treasurers shall have such duties and powers as shall be designated from time to time by
the board of directors, the president or the treasurer. '

- 6.7 Secretary and Assistant Secretaries. The secretary shall record all proceedings of the
stockholders, of the board of directors and of committees of the board of directors in a book or series of
books to be kept therefor and shall file therein all writings of, or related to, action by stockholder or director
consent. In the absence of the secretary from any meeting, an assistant secretary, or if there is none or he is
absent, a temporary secretary chosen at the meeting, shall record the proceedings thereof. Unless a transfer
agent has been appointed, the secretary shall keep or cause to be kept the stock and transfer records of the
corporation, which shall contain the names and record addresses of all stockholders and the number of shares
registered in the name of each stockholder. The secretary shall have such other duties and powers as may
from time to time be designated by the board of directors or the president.

Any assistant secretaries shall have such duties and powers as shall be designated from time to time by
the board of directors, the president or the secretary.

6.8 Resignation and Removal. Any officer may resign at any time by delivering his resignation in
writing to the president or the secretary or to a meeting of the board of directors. Such resignation shall be
effective upon receipt unless specified to be effective at some other time, and without in any case the
necessity of its being accepted unless the resignation shall so state. The board of directors may at any time
remove any officer either with or without cause. The board of directors may at any time terminate or modify
the authority of any agent. No officer resigning and (except where a right to receive compensation shall be
expressly provided in a duly authorized written agreement with the corporation) no officer removed shall
have any right to any compensation as such officer for any period following his resignation or removal, or
any right to damages on account of such removal, whether his compensation be by the month or by the year
or otherwise; unless in the case of a resignation, the directors, or in the case of removal, the body acting on
the removal, shall in their or its discretion provide for compensation.

6.9 Vacancies. If the office of the president or the treasurer or the secretary becomes vacant, the

. directors may elect a successor by vote of a majority of the directors then in office. If the office of any other
officer becomes vacant, any person or body empowered to elect or appoint that office may choose a
successor. Each such successor shall hold office for the unexpired term of his predecessor, and in the case -
of the president, the treasurer and the secretary until his successor is chosen and qualified, or in each case
until he sooner dies, resigns, is removed or becomes disqualified.

SECTION 7. Capital Stock

7.1 Stock Certificates. Each stockholder shall be entitled to a certificate stating the number and the
class and the designation of the series, if any, of the shares held by him, in such form as shall, in conformity
to law, the certificate of incorporation and the by-laws, be prescribed from time to time by the board of
directors. Such certificate shall be signed by the president or a vice-president and (i) the treasurer or an
assistant treasurer or (ii) the secretary or an assistant secretary. Any of or all the signatures on the certificate
may be a facsimile. In case an officer, transfer agent, or registrar who has signed or whose facsimile
signature has been placed on such certificate shall have ceased to be such officer, transfer agent, or registrar
before such certificate is issued, it may be issued by the corporation with the same effect as if he were such
officer, transfer agent, or registrar at the time of its issue.

7.2 Lost Certificates. The board of directors may direct a new certificate or certificates to be issued

in place of any certificate or certificates theretofore issued by the corporation alleged to have been lost, stolen
or destroyed, upon the making of an affidavit of that fact by the person claiming the certificate of stock to
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December 23, 2002

Vi4 FEDERAL EXPRESS'

Centra Software, Inc.
430 Redford Street
Lexington, Massachusetts 02420

Attention: Secretary

Re:  Proxy Propossl Pursuant 1o SEC Rule 14a-8
i Dear Sir or Madam:

LTS

i In connection with the stockholder proposal submitted on behalf of Micro Cap Partners,
pwrsuant to SEC Rule 14a-8, please be advised that Migro Cap Partners, L.P. intends 1o continue
to own and hold at lcast $2,000 in market value of Centra Software, Inc. common stock through

! the date of the 2003 annual meeting of stockholders.

. Very truly yours,

MICRO CAP PARTNERS, L P.

By: PaJo Alto Investors, L.L.C., General Parmer

- By: Palo Alto Investors, a Cz;lifomia Corporation,
Magager ' '
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EXHIBIT A

Propesal Submitted by Mlicro Cap Partaers, L.P.
to Amend Seclions 4.9,4.10 and 6.1

of the By-Laws of Centra Software, Inc.

Amendment of Sections 4.9 and 4.10 of the By-Laws

WHEREAS, the independent directors of Ceatra Software, Tac. (the “Company™) should

have an opportunity to meet separately before cach regular and special meeting of the full board,

to consider and discuss agenda items and other matters. ‘

NOW THEREFORE, BE IT RESOLVED that pursuant to Section 10.2 of the Company’s

by-laws, the Company’s shareholders hen'eby amend Sections 4.9 and 4.10, pentaining to regular

and special meetings of the board of directors, to add at the end of each section the following

-

sentence:

“At each such meeting, the independent directors, as the term “independence” is
defined mn the listing standards of the National Association of Securities Dealers,
Inc., applicable to the Corporation, shall meet separately before the meeting of the
full board to considet and discuss agenda items and other matters.”

Amendment of Sectiop 6.1 of the Bv-Laws
WHEREAS, the Company’s chairman of the bgard of ditsctors should be “independent”

of the Company and its managetment, as that term is defined in the applicable listing standards of

the National Association of Securities Dealers, Inc.

NOW, THEREFORE, BE IT RESOLVED that pursuant to_Section 10.2 of the

Company’s by-laws, the Company’s stgqi:holders hereby amehri'Section G.1 of the by-laws to

LX)

read as follows: o .

K4
| J .
B

1

CRGW3ZN0I212991.01 - . 12/2312002 3:47

834°ON BUOL-208-213 ¢ DMUMiJ0S BMINID  ShiTT  288esb2sEl
'. )




MAR 24 20803 12:43 PM FR FOLEY HORG LLP &17 B32 7888 TO 912823429528 P.

£ad

CRGWI25\033\121299) .01

834 °0ON

“6.1 ENUMERATION; QUALIFICATION. The officers of the Corporation shall
be a chief executive officer, president, chief financial officer, a treasurer, 2
secretary and such other officers, if any, as the board of directors from time to
time may in its discretion clect or appoint including without limitation a chairman
of the board and one or more vice presidents. Any officer may be, but notie need
be. a director or stockholder. Any two or mort offices may be held by the same
person; provided, however, that the offices of the chief executive officer and the
chairman of the board may not be held by the same person and provided, further,
that the office of the chairman of the board shall be held by an independent
director, as 'independence” is defined in the listing standards of the National
Association of Securities Dealers, Inc,, as applicable to the Corporation and as
may be modified or supplemented. Any officer may be required by the board of
directors to secure the faithful performance of his or her duties to the Corporation
by giving bond in such amount and with sureties or otherwise as the board of

direstors may determine.” )
’ .
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CORRESPONDENT CLEARING

% REAR, STEARNS SECUAITIES COP.
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(013) 2882300

December 23, 2002

Caama Software, Inc.
430 Bedford Strect
Lexingtun, Massachusetts 02420

Armention: Secretary
Re: Proxy Proposal puxsuant to SEC Rule 14a-8

Dear Str or Madam:

Bear, Steams Sesurities Corp. ownse af record a total of 1,315,853 shares of the common stock of
Centra Software, Inc, (the “Companay™) on behalf of our customer, Micro Cap Partners, LP., 3
Delawnre limited partnership, Tee address of Micro Cep Partners is 470 University Avenue, Palo
Altp, Celiformia 94301, Please be sdvited that Micro Cap Partners, L P. has continuously held
shares of the Company with 8 market value of at least $2,000 since at least December 20, 2001.
Pursuam to Rule 142-8 under the Securities Exchange Act of 1934, and Astisle ITI, Sectien 3.7 of
tae Company's Amended and Restated By-Laws, please find attached a stackholder propesal
subzirted on bebalf of Mum Cap Partners, L.P, for inclusian in the Company’ § proxy statement
Telating w its 2003 anmual mentmg of stockbolders, .

If you have any questions sbout te enclusum. plnsz cuntact the undmtguaﬂ

Sincerely, Y’..
BEAR, STEARNS SECURITIES CORP. ®
Brendsn Devane .
Managing Direstar
Enclosure
,
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FOLEY
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ATTORNEYS AT LAW

Fax
Date: March 24, 2003
To: M. Alex Shukhman/SEC Fax #. 202-942-2872 Confirm#: 202-942-9528
Client Matters:  18564.47 .
From:  Robert L. Birnbaum Sender's Number: 1106 User#: 5196
Total Pages Sent (Including Cover Sheet): 5 Office:  Boston
Message

Re:  Centra Software, Inc.
Dear Mr. Shukhman:

As you requested, attached are the December 23, 2002 cover letter, Exhibit A,
and a letter regarding stock ownership that Centra Software received regarding Micro
Cap Partners’ shareholder proposals. These three items constitute all of the
shareholder’s initial submission.

Simcerely, b

IMPORTANT ~ PLEASE READ ; .

THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS INTENDED ONLY FOR THE PERSONAL AND CONFIDENTIAL USE OF THE DESIGNATED
RECIPIENTS NAMED ABOVE. THIS MESSAGE MAY BE AN ATTORNEY-CLIENT COMMUNIGATION AND AS SUCH IS PRIVILEGED AND CONFIDENTIAL. IF
THE READER OF THIS MESSAGE IS NOT THE INTENDED RECIPIENT OR AN AGENT RESPONSIBLE FOR DELIVERING IT TO THE INTENDED RECIPIENT,
YOU ARE HEREBY NQTIFIEQ THAT YOU HAVE RECEIVED THIS DOCUMENT IN ERROR, ANO THAT aNY REVIEW, DISSEMINATION, DISTRIBUTION OR
COPYING OF THIS MESSAGE IS STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS,COMMUNICATIGN N ERROR, PLEASE NOTIFY US IMMEDIATELY
BY TELEPHONE AND RETURN THE ORIGINAL MESSAGE TD LIS BY MAIL. THANK YOU .

.
'0

IF THERE ARE ANY PROBLEMS WITH THIS TRANSMISSION PLEASE TELEPHONE THE SENDER.
&

* . ,‘
BOSTON | 155 Seapont Baulevard |/  Boston. Msaas:husatts 022108600 | TEL: 617.832.1000 | FAX: 617.832.700D
WASHINGTON, DC / 1747 Pennsylvania Ave, NW | Suite 1200 ! Washingion, DC 200064604 | TEL: 202.223.1200 | FAX: 202.785.6687
Falay Hoag Ue _ www.foleyhoag.cam

P.
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FOLEY
‘HOAG wur

ATTORNEYS AT LAW A ' %,
Robert L. Birnbaum
Boston Office
617.832.1108
rib®foleyhoag.com
January 3, 2003
Micro Cap Partners, L. P. -
470 University Avenue ¢

Palo Alto, California 94301

Re: Centra Software, Inc. (“Centra’)

Gentlemen:

‘We represent Centra which, on December 24 2002, recqwed.from you a
“*proposal” to amend its by-laws. The proposal was captioned “Exhikit A”. To what is
it an exhibit? The proposal was not accompanied by any lettersstating its purpose or
your reason for sending it to Centra. Please send us such a letter '

If you are ma.kmg the proposal pursuant to SEC liule 148-8, we think it is
deficient. ‘ .

SEC Rule 142-8(c) prov1des that a stockholder may submit no more than one
proposal to a company for a particular sharcholders’ meeting, “We beheve that you have
submitted more than ope proposal. . ’ .

SEC Rule 14a-8(i)(3) provides that a company may exclude a proposal from its
proxy materials if it contains materially misleading statements. ‘We believe that your
proposals are materially misleading, because the “Whereas™ clause that introduces each
does not accurately describe the proposed by-law amendment fhat ﬁllows

In accordance with SEC Rule 14a-8(f)( 1) we hereby oMer ydu the opportunity to
correct the deficiencies stated in this letter. SEC Rule 14a-8(f)(1) requires that your
response to us be postmarked, or transmitted electronically, no later ghan 14 days from
the date that you receive this letter. Please send it to me with a copy tof Centra s CFO,
Steve Johnson. : e

'?

19/411338.3 *

BOSTON / 155 Seapart Boulevard / Boston, Massachusems 2210 / TEL: %17 832 wun / FAX: £17.832, 7000
WASHINGTON, DC / 1747 Pennsylvania Ave., NW / Suite 1200 / Washingtan, DC 20008 / “TEL: 202,223, 1200 / FAX: 202.785.6687

Foley Hoag ue ‘ " www.foleyhoag.com
. i .t e v
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Tanuary 9, 2003

VIA FACSIMILE
AND QVERNIGHT MAIL
Robert L. Birnbaum, Esq. v
Foley Hoag LLP '

155 Seaport Boulevard
Boston, MA 02210-2600

Re: Centra Software, Inc, (“Centra’™)

Dear Mr. Birnbaum:

This letter responds to your letter dated January 3, 2003, regarding the stockholder
proposal submitted pursuant to Rule 14a-8 by Bear, Steamns Securities Corp., the record owner of
shares of common stock of Centra, on behalf of Micro Cap Pmnei? L.P. The proposal was
attached as an exhibit to the cover letter from Bear, Stearns Securities Corp., and for that reason,
it was marked as Exhibit A. The proposal itself does not include the caption.

The business Micro Cap Partners, L.P. desires to bﬁhg"be‘hie Centra’s 2003 annual
meeting of stockholders is the amendment of Centra’s bylaws. .The reasons for the proposal are
set forth in the “whereas” clauses introducing the bylaw amcndmcnts An additional reason
Micro Cap Partners desires to bring its business before the 2003 armual, meeting is that the
annual meeting presents the only opportunity for Micro Cap.Panners to present its business.
According to section 10.2 thereof, the bylaws may be amendet, by the affirmative vote of the
holders of a majority of the issued and outstanding capxtal stczclc entitled to vote at a regular or
special meeting of stockholders. Since Centra’s bylaws do not permit stockholders to call a
special meeting or to take action by consent, the annual mectmg presems the only opportunity for
stockholders to act on the proposal. i . ..

As stated in the proposal, Micro Cap Partners believes that independent directors should
have the opportunity to deliberate and discuss company business among themselves, without the
potentially chilling cffect or influence of the employee-directors. In Micro Cap’s opinion, the
best way to achieve this goal is to amend the bylaws in the manner dcstmbed in the proposal.

The proposal itself is singular; it is submitted in moré than one pan only because the
organization of Centra’s bylaws requires that three sections be amended to implement the
proposal.

C
You assert that you believe Micro Cap’s proposal is materially misleading because the
“whereas clause” that introduces the amendments does not accurately describe the amendments.

LI
.
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Robert L. Bimbaum, Esq.
January 9, 2003

Page 2

FOLEY HOAG LLP PAGE

We disagree with your assertion. As discussed above, the “whereas” clauses do not purport to
describe the amendments, but rather to state the reason for the amendments.

cc:

Without agreeing with your-aséertions, Micro Cap Partners has revised the proposal to
address your concems. The revised proposal is enclosed.

Mr. Stephen Johnson
Chief Financial Officer (w/encl.)

» >

Very truly yours, -
MICRO CAP PARTNERS, L.P.

By: Palo Alto Investors, L.L.C., General Partner

By: Palo Alfo Investors, A California
corporation, Manager
ey

By Williaﬁ L. Edwards, President

L4 [ L0
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PROPOSAL OF MICRO CAP PARTNERS, L.P. TO AMEND
CERTAIN SECTIONS OF THE BYLAWS OF CENTRA SQFTWARE, INC.

To enable the non-employee directors of Centra to have the opportunity to deliberate and discuss
company business among themselves, without the potentially chilling-£ffect or influence of the
employee-directors, and to eliminate potential conflicts of interest on the part of the Chairman of
the Board and enable the Chairman to participate in such dchberatlons and discussions, the
stockholders of Centra Software, Inc. hereby adopt the following arpendments to sections 4.9,
4.10 and 6.1 of Centra’s bylaws.

AMENDMENT OF SECTIONS 4.9 AND 4.10 OF THE BYLAWS

The following sentence shall be added at the end of sections 4.9 and 4.10:

Moo

. -

“At each such meeting, the directors who are not employees or officers of the
Corporation, including the Chairman of the Board, shal] megt separately before
the meetmg of the full Board to consider and discuss agenda. items and other
matters.” . .

AMENDMENT OF SECTION 6.1 OF THE BYl AWS
The third sentence of section 6.1 of the bylaws shall be-amended to rcaci_as follows:

" '

“Any two or more offices may be held by the same person; provided, however,
that the office of the Chairman of the Board shall be held only by a person who is
not an employee or officer of the Corporation.”

CRGW325\033\1214302.01
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ATTDRNEYS AT LAW 8

Fax

Date; March 24, 2003

To:  Mr. Alex Shukhman/SEC Fax #: 202.942.2872 Confirm#: 202-942-8528
Client Matterd:  18564.47 T

From:  Robert L. Birnbaum Sender’s Number: 1106 User 2 5196

Total Pages Sgnt (Including Caver Sheet): & . Office:  Boston
Message i .

Re:  Centra Software, Inc. . v

Dear Mr. Shukhman:

Attached is a copy of my letter to Micro Cap Partness dated January 3, 2003 and
its response (with revised proposals attached) dated January 9, 2003. I omitted these
from our earlier submission, because SEC Rule 142a-8(j)(2) seems, to reguire six copies
of only the proposal, the issuer’s explanation for exclusion, and (under certain
circumstances) an opinion of counsel. Let me know if you need anything else.

K2

IMPDRTANT — PLEABE READ

THE INFORMATICN CONTAINED [N THIS FACSIMILE MESSAGE IS INTENDED ONLY FOH THE PERSDNAL AND I:CNFJDENTIKL USE OF THE OESIGNATED
RECIPIENTS NAMED ABOVE, THIS MESSAGE MAY BE AN ATTOBNEY.CLIENT COMMUNICATION AND AS SUCH (5 RRVILEGED AND CONFIDENTIAL, IF
THE READER OF THIS MESSAGE IS NOT THE INTENDED RECIPIENT OR AN AGENT RESPONSIBLE FORDELIVERING IT TO THE INTENDED RECIPIENT,
YOU ARE HEREBY NOTIFIED THAT YDU KAVE RECEIVED THIS DOCUMENT IN ERRDR, AND THAT ANfHEVlEW DI§SEMINATIDN DISTRIBUTION OR
GOPYING OF THIS MESSAGE IS STRICTLY PROHIBITED. F YOU HAVE RECEIVED THIS COMMUNICATION IN ERROR; PLEASE NDTIFY US IMMEDIATELY
BY TELEPHONE AND RETURN THE ORIGINAL MESSAGE T0 US BY MAIL. THANK YDU= . .

e et

IF THERE ARE ANY PRUBLEMS WITH THIS TRANSMISSION PLEASE TELEPHONE THE SEN&EH.

l‘ .‘ ’
BOSTON ! 155 Seaport Boulevard |  Basion, Messechusetts 022102600 |  TEL: B17.8321000 [/ FAx: B17.832.7000
WASHINGTON, DC [ 1747 Pennsyivania Ave, NW ) Suite 1200 | Washington, DC Z(JUIJEAEDQI TEL 202.2231200 { FAX: Z02.785.6687
Faley Hoap wp R www.{oleyhoag.com
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February 4, 2003

VIA FEDERAL EXPRESS

Securities and Exchange Commission
Division of Corporation Finance

450 Fifth Street, N'W.

Washington, D.C. 20549

Re:  Centra Software, Inc. (Commission File No. 600-27861) Shareholder Proposal of
Micro Cap Partners, L P.

Dear Sir or Madam:

We have received a copy of a letter dated January 23, 2003, from Robert L. Birnbaum,
Esq. of Foley Hoag LLP, counsel to Centra Software, Inc. (“Centra” or the “Company”), stating
that it intends to exclude from Centra’s proxy materials for its 2003 annual meeting the proposal
submitted by Micro Cap Partners, L.P. Centra requests confirmation that the Commission staff
will not recommend enforcement action if the Company excludes the proposal.

This statement is submitted in opposition to the Company’s request for no-action relief.

The first ground upon which Centra proposes to exclude the proposal is that Micro Cap
Partners has proposed two proposals rather than one. We disagree that this is the case. As we
stated in our letter to Centra dated January 9, 2003, the proposal itself is singular; it is submitted
in more than one part only because the organization and structure of Centra’s bylaws requires
that three sections be amended to implement the proposal.

Rather than pursue the argument, however, Micro Cap Partners is willing to eliminate the

proposal providing for directors who are employees or officers of the Company to meet
separately before each meeting of the full board because its purposes can be achieved by passage

470 University Avenue * Palo Alto, California 94301 « T (650) 325-0772 « F (650) 325-5028




. Securities & Exchange commission
Division of Corporation Finance
February 4, 2003

Page 2

of the second part of the proposal, which is a proposal to amend Section 6.1 of Centra’s bylaws
to provide that the chairman of the board not be an officer or director of the Company.

The Company has pointed out that adoption of the proposal would require the
amendment of two sentences of Section 6.1, rather than one sentence. This is a minor and utterly
non-substantive correction that easily can be handled by amending the first sentence of Section
6.1 instead of the third sentence. Please see Appendix A hereto. This objection was not stated
in the letter from counsel dated January 3, 2003, describing the perceived deficiencies.

Finally, the Company asserts that the proposal is misleading and vague because the
supporting statement states that one purpose of the proposal is to eliminate potential conflicts of
interest on the part of the Chairman. The purpose statement refers to “potential” conflicts of
interest. Such potential conflicts are obvious and indeed are the subject of widespread public
debate about good corporate governance. In Staff Legal Bulletin No. 14A (July 12, 2002), the
staff of the Division of Corporation Finance stated, in the context of proposals involving
ordinary business matters:

“The Commission has previously taken the position that proposals relating to
ordinary business matters ‘but focusing on sufficiently significant social policy
issues ..." generally would not be considered to be excludable, because the
proposals would transcend the day-to-day business matters and raise policy issues
so significant that it would be appropriate for a shareholder vote [referring to
Exchange Release No. 40018 (May 21, 1998]. The Division has noted many
times that the presence of widespread public debate regarding an issue is among
the factors to be considered in determining whether proposals concerning that
issue ‘transcend the day-to-day business matters’.” (footnote omitted).

Although Centra has not sought to exclude the proposal on the ground that it relates to
ordinary matters, the reasoning is sound. Separation of the roles of Chief Executive Officer and
Chairman of the Board is the subject of widespread public debate. See, for example, the article
in the Business Day section of The New York Times on February 1, 2003, entitled “Charles
Schwab To Give Up Title At Brokerage Firm,” quoting the following statement by Mr. Schwab:

“As many experts have suggested, from regulators to Congress to independent
blue ribbon panels, it is important in today’s environment that the positions of
CEO and Chairman be distinct and that the Chairman play a central role ...”

Because we believe the issues are well-understood, we are willing to remove the words
“potential conflict of interest” from our purpose statement.

In conclusion, Centra has attempted to manufacture reasons for excluding the proposal,
but they are non-substantive and technical, and revisions are easily made. The Commission staff
stated in Staff Legal Bulletin No. 14 (July 13, 2001), that the staff has “a long-standing practice
of issuing no-action responses that permit shareholders to make revisions that are minor in nature
and do not alter the substance of the proposal. We adopted this practice to deal with proposals
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that generally comply with the substantive provisions of the rule, but contain some relatively
minor defects that are easily corrected. In these circumstances, we believe that the concepts
underlying Exchange Act section 14(c) are best served by affording an opportunity to correct
these kinds of defects.” The proposal by Micro Cap Partners fits squarely within that practice.
For the foregoing reasons, we urge the staff to reject Centra’s request for a no-action position.

Very truly yours,

MICRO CAP PARTNERS, L.P.

By:

By:

Enclosure
cc: Mr. Stephen Johnson
Chief Financial Officer

Centra Software, Inc

Robert L. Birnbaum, Esq.

CRGWM325103341217382.01

Palo Alto Investors, L.L.C., General Partner

Palo Alto Investors, a California Corporation,
Manager

By: /é&

William L. Edwards, President




Appendix A

PROPOSAL OF MICRO CAP PARTNERS, L.P.
TO AMEND SECTION 6.1 OF THE BY-LAWS
OF CENTRA SOFTWARE, INC.

To separate the roles of Chairman of the Board from the roles of employees and officers,
the stockholders of Centra Software, Inc. hereby adopt the following amendments to Section 6.1
of Centra’s By-laws:

AMENDMENT OF SECTION 6.1 OF THE BY-LAWS

The first sentence of Section 6.1 of the By-laws shall be amended to read as follows:

“6.1 FEnumeration; Qualification. The officers of the Corporation shall be a
chief executive officer, president, chief financial officer, a treasurer, a
secretary and such other officers, if any, as the board of directors from
time to time may in its discretion elect or appoint, including without
limitation one or more vice presidents; provided, however, the Chairman
of the Board may not be an officer or employee of the corporation.”
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Securities and Exchange Commission
Division of Corporation Finance
Office of the Chief Counsel

450 Fifth Street, N.-W.

Washington, D.C. 20549

Re:  Centra Software, Inc. (Commission File No. 000-27861)
Omission of Shareholder Proposal of Micro Cap Partners, L. P.

Ladies and Gentlemen:

We have received a copy of the letter from Micro Cap Partners, L.P. to the
Commission dated February 4, 2003, seeking to modify its shareholder proposal and
also its supporting statement.

We object to the submission and hope that the Staff will not consider it in
connection with our no-action request on behalf of Centra.

The proponent and its legal counsel had ample opportunity to correct the
deficiencies in its proposal in response to our original letter to them dated January 23,
2003 and chose not to do so.

In its February 4 letter, the proponent refers to SEC Staff Legal Bulletin No. 14
(July 13, 2001) and its statement that “the Staff permits shareholders to make revisions
that are minor in nature and do not alter the substance of the proposal***[a practice
adopted] to deal with proposals that generally comply with the substantive provisions of
the rule, but contain some relatively minor defects that are easily corrected.” We do not
think that dropping one of two proposals and changing a key phrase in the supporting
statement for the originals proposals meets the quoted test.

Furthermore, the proponent omitted to mention the Staff’s basic rule enunciated
in the Bulletin, which is that “We [the SEC Staff] base our no-action response on the
proposal included in the company’s no-action request***[if the company does not
accept further changes by the proponent]...we will base our response on the proposal
contained in the company’s original no-action request.”

19/413860.1
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In fairness to issuers like Centra, who must move forward with preparation of
proxy materials and plan for shareholder meetings, the proponent should not be
permitted to make further revisions after submission of its revised proposal, especially
when, as here, the further revision is something that the issuer requested and could easily
have been made the first time.

The purpose of SEC Rule 14a-8 is not to facilitate an endless dialectic between
the issuer and a shareholder.

Therefore, on behalf of Centra we request that the SEC base its response to our
no-action request on the proposal contained in the company’s original no-action request
dated January 23, 2003. :

RLB:sh

19/413860.1




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.




March 31, 2003

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Centra Software, Inc.
Incoming letter dated January 23, 2003

The proposals relate to separate meetings for independent directors and the
Chairman of the Board not serving as an officer or employee of the company.

There appears to be some basis for your view that Centra Software may exclude
the proposals under rule 14a-8(f) because the proponent exceeded the one-proposal
limitation in rule 14a-8(c). Accordingly, we will not recommend enforcement action to
the Commission if Centra Software omits the proposals from its proxy materials in
reliance on rules 14a-8(c) and 14a-8(f). In reaching this position, we have not found it
necessary to address the alternative bases for omission upon which Centra Software
relies.

Sincerely,
) ' '
;;’Wa@% Oree s
Alex Shukhman

Attorney-Advisor




